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Auditing Procedures Report

Issued under P.A. 2 of 1968, as amended and P.A. 71 of 1919, as amended.
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We affirm that:

We are certified public accountants licensed to practice in Michigan.

We further affirm the following material, “no” responses have been disclosed in the financial statements, including the notes, or in the
Management Letter (report of comments and recommendations).
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Check each applicable box below. (See instructions for further detail.)

All required component units/funds/agencies of the local unit are included in the financial statements and/or disciosed in the
reporting entity notes to the financial statements as necessary.

There are no accumulated deficits in one or more of this unit's unreserved fund balances/unrestricted net assets
(P.A. 275 of 1980) or the local unit has not exceeded its budget for expenditures.

The local unit is in compliance with the Uniform Chart of Accounts issued by the Department of Treasury.
The local unit has adopted a budget for all required funds.

A public hearing on the budget was held in accordance with State statute.

The local unit has not violated the Municipal Finance Act, an order issued under the Emergency Municipal Loan Act, or
other guidance as issued by the Local Audit and Finance Division.

The local unit has not been delinquent in distributing tax revenues that were collected for another taxing unit.
The local unit only holds deposits/investments that comply with statutory requirements.

The local unit has no illegal or unauthorized expenditures that came to our attention as defined in the Bulletin for
Audits of Local Units of Government in Michigan, as revised (see Appendix H of Bulletin).

There are no indications of defalcation, fraud or embezzlement, which came to our attention during the course of our audit
that have not been previously communicated to the Local Audit and Finance Division (LAFD). If there is such activity that has
not been communicated, please submit a separate report under separate cover.

The local unit is free of repeated comments from previous years.
The audit opinion is UNQUALIFIED.

The local unit has complied with GASB 34 or GASB 34 as modified by MCGAA Statement #7 and other generally
accepted accounting principles (GAAP).

The board or council approves all invoices prior to payment as required by charter or statute.
To our knowledge, bank reconciliations that were reviewed were performed timely.

If a local unit of government (authorities and commissions included) is operating within the boundaries of the audited entity and is not
included in this or any other audit report, nor do they obtain a stand-alone audit, please enclose the name(s), address(es), and a
description(s) of the authority and/or commission.

|, the undersigned, certify that this statement is complete and accurate in all respects.

We have enclosed the following: Enclosed | Not Required (enter a brief justification)

Financial Statements

The letter of Comments and Recommendations

Other (Describe) D
Certified Public Accountant (Firm Name) Telephone Number
Schenck SC (920) 455-4265
Street Address City State Zip
2200 Riverside Drive; PO Box 23819 Green Bay wi 54305
Authorizing CPA Signature Printed Name License Number
2Ly Fiee. Mike Konecny 1101020511
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INDEPENDENT AUDITORS’ REPORT ON BASIC FINANCIAL STATEMENTS

To the Menominee Township Board
Menominee County, Michigan

We have audited the accompanying financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of Menominee Township, Menominee County, Michigan ("the Township")
as of and for the year ended March 31, 2006, which collectively comprise the Township’s basic financial
statements as listed in the table of contents. These financial statements are the responsibility of the Menominee

Township, Menominee County, Michigan’s management. Our responsibility is to express opinions on these basic
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by management,

as well as evaluating the overall basic financial statement presentation. We believe that our audit provides a
reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, each major fund, and the aggregate remaining fund information of
the Township as of March 31, 2006, and the respective changes in financial position thereof and the respective
budgetary comparison for the general fund and Cemetery special revenue fund for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated June 13, 2006, on our
consideration of the Township’s internal control over financial reporting and our tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of that report is
to describe the scope of our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on the internal control over financial reporting or on compliance. That

report is an integral part of an audit performed in accordance with Government Auditing Standards and should be
considered in assessing the results of our audit.

The Township has not presented the management’s discussion and analysis that the Governmental Accounting

Standards Board has determined is necessary to supplement, although not required to be part of, the basic
financial statements.

1

2200 Riverside Drive = PO. Box 23819 - Green Bay, Wl 54305-3819 - schencksolutions.com
Phone: 920-436-7800 = 800-676-0829 » Fax: 920-436-7808

Schenck sc

INTERNATIONAL



Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the Township’s basic financial statements. The financial information listed in the table of contenis as
supplemental information is presented for purposes of additional analysis and are not a required part of the basic
financial statements. Such information has been subjected to the auditing procedures applied in the audit of the
basic financial statements and, in our opinion, is fairly stated, in all material respects, in relation to the basic
financial statements taken as a whole.

Lhopek <

Certified Public Accountants
Green Bay, Wisconsin
June 13, 2006
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ASSETS

Cash and investments

Receivables
Accounts

Restricted assets
Cash and investments

Capital assets, nondepreciable
Land

Capital assets, depreciable
Land improvements
Buildings and improvements
Machinery and equipment
Less: Accumulated depreciation

TOTAL ASSETS

LIABILITIES
Accounts payable

TOTAL LIABILITIES

NET ASSETS

MENOMINEE TOWNSHIP
MENOMINEE COUNTY, MICHIGAN
Statement of Net Assets
March 31, 2006

Invested in capital assets, net of related debt

Restricted for
Cemetery perpetual care
Unrestricted

TOTAL NET ASSETS

The notes to the basic financial statements are an integral part of this statement.

Governmental
Activities

$ 2,133,923
24,762
71,294

1,602
3,889

140,465
48,093

(152,392)
2,271,636

5,947

5,947

41,657

71,294
2,152,738

$ 2,265,689



MENOMINEE TOWNSHIP
MENOMINEE COUNTY, MICHIGAN

Statement of Activities

For the Year Ended March 31, 2006

Net (Expense)
Revenue and
Changes in Net

Program Revenues Assets
Operating | Capital Grants
Charges for | Grants and and Governmental
Functions/Programs Expenses Services Contributions | Contributions Activities
Governmental Activities
General government $ 199,761 $ 2,104 § $ - $ (197,657)
Public safety 35,000 - - (35,000)
Public works 195,424 - - (195,424)
Health and human services 23,117 11,500 - (11,617)
Culture and recreation 9,199 - - (9,199)
Total Governmental Activities 462,501 13,604 - (448,897)
General revenues
Taxes
Property taxes, levied for general purposes 2
Other taxes and franchise fees 7,899
Federal and state grants and other contributions
not restricted to specific functions 277,604
Landfill impact fees 152,246
Interest and investment earnings 59,245
Miscellaneous 7,978
Total general revenues and transfers 504,974
Change in net assets 56,077
Net assets - April 1 2,209,612
Net assets - March 31 $ 2,265,689

The notes to the basic financial statements are an integral part of this statement.




ASSETS
Cash and investments
Receivables
Accounts
Restricted cash and investments

TOTAL ASSETS

LIABILITIES AND FUND BALANCES
Liabilities
Accounts payable

Fund Balances
Reserved for
Cemetery perpetual care
Unreserved
Designated for
Subsequent year's expenditures
Subsequent year's budget
Undesignated, reporied in
General fund
Total Fund Balances

TOTAL LIABILITIES AND
FUND BALANCES

MENOMINEE TOWNSHIP
MENOMINEE COUNTY, MICHIGAN

Balance Sheet

Governmental Funds

March 31, 2006

Reconciliation to the Statement of Net Assets

Total Fund Balances as shown above

Amounts reported for governmental activities in the statement of net assets are

different because:

Capital assets used in governmental activities are not current financial resources
and therefore are not reported in the funds

Net Assets of Governmental Activities as Reported on the Statement of Net Assets

(see page 3)

(Non-Major Fund) Total
Cemetery Governmental

General Fund | Cemetery Fund| Perpectual Care Funds
$ 2,123,710 $ 10,213 § - $ 2,133,923
21,724 3,038 - 24,762
- - 71,294 71,294
$ 2145434 $ 13251 $ 71294 $ 2,229,979
$ 5,867 $ 80 $ - 3 5,947
- - 71,294 71,294
- 13,171 - 13,171
92,607 - - 92,607
2,046,960 - - 2,046,960
2,139,567 13,171 71,294 2,224,032
$ 2145434 $ 13251 § 71294 $ 2,229,979
$ 2,224,032
41,657
$ 2265689

The notes to the basic financial statements are an integral part of this statement.




MENOMINEE TOWNSHIP
MENOMINEE COUNTY, MICHIGAN
Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds
Year Ended March 31, 2006

(Non-Major Fund) Total
Cemetery Governmental
General Fund | Cemetery Fund] Perpectual Care Funds
Revenues
Taxes $ 2 $ - $ - $ 2
Intergovernmental 277,604 - - 277,604
Licenses and permits 160,374 - - 160,374
Public charges for services 1,875 3,300 8,200 13,375
Miscellaneous 65,589 13 1,621 67,223
Total Revenues 505,444 3,313 9,821 518,578
Expenditures
Current
General government 198,910 - - 198,910
Public safety 35,000 - - 35,000
Public works 195,424 - - 195,424
Health and human services - 22,201 - 22,201
Culture and recreation 13,590 - - 13,590
Capital outlay - 16,577 - 16,577
Total Expenditures 442,924 38,778 - 481,702
Excess of Revenues Over (Under)
Expenditures 62,520 (35,465) 9,821 36,876
Other Financing Sources (Uses)
Transfers in - 20,621 - 20,621
Transfers out (19,000) - (1,621) (20,621)
Total Other Financing Sources (Uses) (19,000) 20,621 (1,621) -
Net Change in Fund Balances 43,520 (14,844) 8,200 36,876
Fund Balances - April 1 2,096,047 28,015 63,094 2,187,156
Fund Balances - March 31 $ 2139567 $ 13171 $ 71294 $ 2,224,032
Reconciliation to the Statement of Activities
Net Change in Fund Balances as shown above $ 36,876
Amounts reported for governmental activities in the statement of activities are
different because:
Governmental funds report capital outlays as expenditures. However, in the
statement of activities the cost of those assets is allocated over their estimated
useful lives and reported as depreciation expense.
Capital assets reported as expenditures in governmental fund statements $ 22,487
Depreciation expense reported in the statement of activities (3,286)
Amount by which capital outlays are greater than depreciation in current period 19,201
Change in Net Assets of Governmental Activities as Reported in the
Statement of Activities (see page 3) $ 56,077

The notes to the basic financial statements are an integral part of this statement.
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MENOMINEE TOWNSHIP
MENOMINEE COUNTY, MICHIGAN
Statement of Revenues, Expenditures and Changes in Fund Balances
Budget and Actual
General Fund
Year Ended March 31, 2006

Variance
Final Budget -
Budgeted Amounts Actual Positive
Original | Final Amounts (Negative)
Revenues
Taxes $ -3 - 3 2 3 2
Intergovernmental 279,615 279,615 277,604 (2,011)
Licenses and permits 162,740 152,740 160,374 7,634
Public charges for services 1,000 1,000 1,875 875
Miscellaneous 62,200 62,200 65,589 3,389
Total Revenues 495,555 495,555 505,444 9,889
Expenditures
Current
General government 235,785 235,785 198,910 36,875
Public safety 49,000 49,000 35,000 14,000
Public works 156,800 156,800 195,424 (38,624)
Culture and recreation 117,400 117,400 13,590 103,810
Total Expenditures 558,985 558,985 442,924 116,061
Excess of Revenues Over (Under) Expenditures (63,430) (63,430) 62,520 125,950
Other Financing Uses
Transfers out (36,570) (36,570) (19,000) 17,570
Net Change in Fund Balances (100,000) (100,000) 43,520 143,520
Fund Balances - April 1 2,096,047 2,096,047 2,096,047 -
Fund Balances - March 31 $ 1996047 $ 1,996,047 $ 2,139,567 $ 143,520




MENOMINEE TOWNSHIP
MENOMINEE COUNTY, MICHIGAN
Statement of Revenues, Expenditures and Changes in Fund Balances
Budget and Actual
Cemetery Fund
Year Ended March 31, 2006

Variance
Final Budget -
Budgeted Amounts Actual Positive
Original | Final Amounts (Negative)
Revenues
Public charges for services $ 3,000 $ 3,000 § 3,300 $ 300
Miscellaneous 2,000 2,000 13 (1,987)
Total Revenues 5,000 5,000 3,313 (1,687)
Expenditures
Current
Health and human services 18,790 18,790 22,201 (3,411)
Capital outlay 18,000 18,000 16,577 1,423
Total Expenditures 36,790 36,790 38,778 (1,988)
Excess of Revenues Over (Under) Expenditures (31,790) (31,790) (35,465) (3,675)
Other Financing Sources
Transfers in 36,570 36,570 20,621 (15,949)
Net Change in Fund Balances 4,780 4,780 (14,844) (19,624)
Fund Balances - April 1 28,015 28,015 28,015 -
Fund Balances - March 31 $ 32,795 $ 32,795 $ 13171 $ (19,624)




MENOMINEE TOWNSHIP
MENOMINEE COUNTY, MICHIGAN
Statement of Net Assets
Agency Fund
March 31, 2006

Tax
Collection

ASSETS

Cash and cash equivalents 3 184

Accounts receivable

Taxes receivable 6,499

TOTAL ASSETS $ 6,683
LIABILITIES

Due to other governments $ 6,683

TOTAL LIABILITIES $ 6,683

The notes to the basic financial statements are an integral part of this statement.
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MENOMINEE TOWNSHIP
MENOMINEE COUNTY, MICHIGAN
Notes to Basic Financial Statements

March 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The basic financial statements of Menominee Township, Menominee County, Michigan (“the Township"),
have been prepared in conformity with accounting principles generally accepted in the United States of
America (GAAP) as applied to government units. The Governmental Accounting Standards Board (GASB) is
the accepted standard-setting body for establishing governmental accounting and financial reporting
principles. The significant accounting principles and policies utilized by the Township are described below:

1.

Reporting Entity

Menominee Township is a municipal corporation governed by an elected five member board. In
accordance with GAAP, the basic financial statements are required to include the Township (the primary
government) and any separate component units that have a significant operational or financial
relationship with the Township. The Township has not identified any component units that are required to
be included in the basic financial statements in accordance with standards established by GASB
Statement Nos. 14 and 39.

Joint Ventures

The Township is a participant with Ingallston Township, Menominee County, Michigan in a joint venture to
operate a landfill transfer station. The Menominee and Ingallston Township Transfer Station Board was
created for that purpose. The Menominee and Ingallston Transfer Station is governed by a ten-member
board composed of members from both Township Boards. The Townships are obligated by agreement to
provide operating appropriations allocated 70% by Menominee Township and 30% by Ingallston
Township. During 2005/2006 Menominee Township remitted an operating appropriation of $5,600 to the
Menominee-Ingallston Transfer Station. Complete financial statements for the Menominee and Ingallston
Transfer Station can be obtained from the Menominee Township Clerk's office at the Menominee
Township Hall.

The Township is also a participant with Ingallston Township, Menominee County, Michigan, in a joint
venture to operate the Menominee-Ingallston Township Fire Department. The Menominee-Ingallston Fire
Department Board was created for that purpose. The Menominee-Ingallston Fire Department is governed
by a ten-member board composed of members from both Township Boards. The Townships are
obligated to by agreement to provide operating appropriations allocated 70% by Menominee Township
and 30% by Ingallston Township. During 2005/2006, Menominee Township remitted an operating
appropriation of $35,000 to the Menominee-Ingallston Fire Department. Complete financial statements
for the Menominee-Ingallston Fire Department can be obtained from the Menominee Township Clerk's
office at the Menominee Township Hall.

Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the statement of
activities) report information on all of the nonfiduciary activities of the Township. For the most part, the
effect of interfund activity has been removed from these statements. Governmental activities, which
normally are supported by taxes and intergovernmental revenues, are reported separately from business-

type activities, which rely to a significant extent on fees and charges for support. The Township has no
business-type activities.

The statement of activities demonstrates the degree to which the direct expenses of a given function are
offset by program revenues. Direct expenses are those that are clearly identifiable with a specific
function or segment. Program revenues include 1) charges to customers or applicants who purchase,
use, or directly benefit from goods, services, or privileges provided by a given function or segment and
2) grants and contributions that are restricted to meeting the operational or capital requirements of a
particular function. Taxes and other items not properly included among program revenues are reported
instead as general revenues.
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MENOMINEE TOWNSHIP
MENOMINEE COUNTY, MICHIGAN
Notes to Basic Financial Statements

March 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Separate financial statements are provided for governmental funds and fiduciary funds, even though the
latter are excluded from the government-wide financial statements. Governmental funds include general
and special revenue funds. The Township has no proprietary funds. Major individual governmental funds
are reported as separate columns in the fund financial statements.
The Township reports the following major governmental funds:

GENERAL FUND

This is the Township’s main operating fund. It accounts for all financial resources of the general
government, except those accounted for in another fund.

CEMETERY FUND

This fund accounts for the operating resources and expenditures of the Township's cemetery.
Additionally, the government reports the following fund type:

The Township accounts for property taxes collected on behalf of other governments in an agency fund.

4. Measurement Focus and Basis of Accounting
The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial
statements. Revenues are recorded when earned and expenses are recorded when a liability is incurred,
regardless of the timing of related cash flows. Property taxes are recognized as revenues in the year for
which they are levied. Grants and similar items are recognized as revenues as soon as all eligibility
requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available. Revenues are considered to be available when they are collectible within the
current period or soon enough thereafter to pay liabilities of the current period. For this purpose, the
Township considers revenues to be available if they are collected within 60 days of the end of the current
fiscal period. Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, debt service expenditures, as well as expenditures related to compensated
absences and claims and judgments, are recorded only when payment is due.

Certain private-sector standards of accounting and financial reporting issued prior to December 1, 1989,
generally are followed in both the government-wide and proprietary fund financial statements to the extent
that those standards do not conflict with or contradict guidance of the Governmental Accounting
Standards Board.

As a general rule the effect of interfund activity has been eliminated from the government-wide financial
statements.

Amounts reported as program revenues include 1)charges to customers or applicants for goods,
services, or privileges provided, and fees and fines, 2) operating grants and contributions, and 3) capital
grants and contributions. Internally dedicated resources are reported as general revenues rather than as
program revenues. Likewise, general revenues include all taxes.

When both restricted and unrestricted resources are available for use, it is the Township's policy to use
restricted resources first, then unrestricted resources, as they are needed.
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MENOMINEE TOWNSHIP
MENOMINEE COUNTY, MICHIGAN
Notes to Basic Financial Statements

March 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

5. Assets, Liabilities and Net Assets or Equity

a.

Cash and Investments

Cash and investments are combined on the balance sheet. Cash deposits consist of demand and
time deposits with financial institutions and are carried at cost. Investments are stated at fair value.
Fair value is the amount at which a financial instrument could be exchanged in a current transaction
between willing parties, other than in a forced or liquidation sale.

Accounts Receivable

Accounts receivable are recorded at gross amount with uncollectible amounts recognized under the
direct write-off method. No allowance for uncollectible accounts has been provided since it is
believed that the amount of such allowance would not be material to the basic financial statements.

Interfund Receivables and Payables

During the course of operations, numerous transactions occur between individual funds for goods
provided or services rendered. These receivables and payables are classified as “due from other
funds” and “due to other funds” on the balance sheet. Noncurrent portions of the interfund
receivables for the governmental funds are offset by a reservation of fund balance since they do not
constitute expendable available financial resources and therefore are not available for appropriation.

Capital Assets

Capital assets, which include property, plant and equipment, are reported in the governmental
activities column in the government-wide financial statements. The Township owns no infrastructure
assets. Capital assets are defined by the Township as assets with an initial, individual cost of $100 or
higher and an estimated useful life in excess of 1 year. Such assets are recorded at historical cost or
estimated historical cost if purchased or constructed. Donated capital assets are recorded at
estimated fair value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend asset lives are not capitalized.

Property, plant, and equipment of the Township are depreciated using the straight-line method over
the following estimated useful lives:

Assets

Buildings 10-40

Machinery and equipment 3-10
Fund Equity

FUND FINANCIAL STATEMENTS
Governmental funds report reservations of fund balance for amounts that are not available for

appropriation or are legally restricted by outside parties for use for a specific purpose. Designations
of fund balance represent tentative management plans that are subject to change.
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MENOMINEE TOWNSHIP
MENOMINEE COUNTY, MICHIGAN
Notes to Basic Financial Statements

March 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

6.

GOVERNMENT-WIDE STATEMENTS
Equity is classified as net assets and displayed in three components:

¢ Invested in capital assets, net of related debt - Amount of capital assets, net of accumulated
depreciation, less outstanding balances of any bonds, mortgages, notes, or other borrowings that
are attributable to the acquisition, construction, or improvement of those assets.

e Restricted net assets - Amount of net assets that are subject to restrictions that are imposed by
1) external groups, such as creditors, grantors, contributors or laws or regulations of other
governments or 2) law through constitutional provisions or enabling legislation.

o Unrestricted net assets - Net assets that are neither classified as restricted nor as invested in
capital assets, net of related debt.

Use of Estimates
The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the
amounts reported in the financial statements and accompanying notes. Actual results could differ from
those estimates.

NOTE B - STEWARDSHIP AND COMPLIANCE

Budgets and Budgetary Accounting

The Township follows these procedures in establishing the budgetary data reflected in the basic financial
statements:

a.

During March, the Township proposes an operating budget for the fiscal year commencing the following
April 1. The operating budget includes proposed expenditures and the means of financing them. After
submission to the governing body, public hearings are held to obtain taxpayer comments. Following the
public hearings, the proposed budget, including authorized additions and deletions, is legally enacted by
Township Board action.

Budgets are adopted on a basis consistent with accounting principles generally accepted in the United
States of America for the general and special revenue funds. Budget is defined as the originally
approved budget plus or minus approved amendments. Individual amendments throughout the year were
not material in relation to the original budget. Budget appropriations not expended during the year are
closed to fund balance unless authorized by the governing body to be forwarded into the succeeding
year's budget.

During the year, formal budgetary integration is employed as a management control device for the
general and special revenue funds.

Expenditures may not exceed appropriations provided in detailed budget accounts maintained for each
activity or department of the Township. Amendments to the budget during the year require initial approval
by management and are subsequently authorized by the Township Board.

Encumbrance accounting is not used by the Township to record commitments related to unperformed
contracts for goods or services.

The Township did not have any material violation of legal or contractual provisions for the fiscal year ended
March 31, 2006.
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MENOMINEE TOWNSHIP
MENOMINEE COUNTY, MICHIGAN
Notes to Basic Financial Statements

March 31, 2006

NOTE C - DETAILED NOTES ON ALL FUNDS

1.

Cash and Investments
The Township maintains various cash and investment accounts, including pooled funds that are available

for use by all funds. Each fund's portion of these accounts is displayed in the financial statements as
"Cash and investments."

Michigan Compiled Laws, Section 128.91, authorizes the Township to deposit and invest in the accounts
of Federally insured banks, credit unions, and savings and loan associations; bonds, securities and other
direct obligations of the United States, or any agency or instrumentality of the United States; United
States government or Federal agency obligation repurchase agreements; bankers’ acceptance of United
States banks; commercial paper rated by two standard rating agencies within the two highest
classifications, which mature not more than 270 days after the date of purchase; obligations of the State
of Michigan or its political subdivisions which are rated investment grade; and mutual funds composed of
investment vehicles which are legal for direct investment by local units of government in Michigan.
Financial institutions eligible for deposit of public funds must maintain an office in Michigan. The
Township’s deposits are in accordance with statutory authority.

The carrying amount of the Township’s cash and investments totaled $2,205,401 on March 31, 2006 as
summarized below:

Deposits with financial institutions $ 890,292
Investments 1,315,109
$ 2,205,401
Reconciliation to the basic financial statements:
Basic financial statements
Cash and investments $ 2,133,923
Restricted cash and investments 71,294
Fiduciary fund
Agency fund 184
$ 2,205,401

Deposits and investments of the Township are subject to various risks. Presented below is a discussion
of the specific risks and the Township's policy related to the risk.

Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial
institution, a government will not be able to recover its deposits or will not be able to recover collateral
securities that are in the possession of an outside party. The custodial credit risk for investments is the
risk that, in the event of the failure of the counterparty (e.g., broker-dealer) o a transaction, a government
will not be able to recover the value of its investment or collateral securities that are in the possession of
another party. Wisconsin statutes require repurchase agreements to be fully collateralized by bonds or
securities issued or guaranteed by the federal government or its instrumentalities. The Township does
not have an additional custodial credit policy.

Deposits with financial institutions are insured by the Federal Deposit Insurance Corporation (FDIC) in the
amount of $100,000 for interest bearing accounts and $100,000 for non-interest bearing accounts.

As of March 31, 2006, $474,382 of the Township’s deposits with financial institutions were in excess of

federal depository insurance limits and uncollateralized (or collateralized with securities held by the
pledging financial institution or its trust department or agent but not in the Township’s name).

14



MENOMINEE TOWNSHIP
MENOMINEE COUNTY, MICHIGAN
Notes to Basic Financial Statements

March 31, 2006

NOTE C - DETAILED NOTES ON ALL FUNDS (Continued)

Credit Risk

Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of
the investment. This is measured by the assignment of a rating by a nationally recognized statistical
rating organization. Presented below is the actual rating as of year end for each investment type.

Exempt
From Not
Investment Type Amount Disclosure AAA Aa Rated
U.S. Treasury notes $ 4958 $ 4958 $ - $ - $ -
Federal agency securities 1,225,982 - 1,225,982 - -
Money market 15,192 15,192 - - -
Mutual funds 68,977 68,977 - - -
Totals $ 1315109 % 89,127 $ 1225982 § - $ -

Concentration of Credit Risk

The investment policy of the Township contains no limitations on the amount that can be invested in any
one issuer. Investments in any one issuer (other than U.S. Treasury securities, mutual funds, and
external investment pools) that represent 5% or more of total Township investments are as follows:

Percent of
Reported Total
Issuer Investment Type Amount Investments
Federal Farm Credit Banks U.S. Instrumentality $ 92,809 71%
Federal Home Loan Banks U.S. Instrumentality 553,596 42.1%
Federal Home Loan Mortgage
Corporation U.S. Instrumentality 350,992 26.7%
Federal National Mortgage
Association U.S. Instrumentality 219,111 16.7%

Interest Rate Risk :

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of an
investment. Generally, the longer the maturity of an investment, the greater the sensitivity of its fair value
to changes in market interest rates. One of the ways that the Township manages its exposure to interest
rate risk is by purchasing a combination of shorter term and longer term investments and by timing cash
flows from maturities so that a portion of the portfolio is maturing or coming close to maturity evenly over
time as necessary to provide the cash flow and liquidity needed for operations.

Information about the sensitivity of the fair values of the Township’s investments to market interest rate
fluctuations is provided by the following table that shows the distribution of the Township’s investments by
maturity:

Remaining Maturity (in Months)

12 Months 13to 24 25 to 60 More Than
Investment Type Amount or Less Months Months 60 Months
U.S. Treasury notes $ 4,958 $ 4,958 $ - $ - $ -
Federal agency securities 1,225,982 197,594 193,657 338,494 496,237
Money market 15,192 15,192 - - -
Mutual funds 68,977 68,977 - - -
Totals $ 1315109 $ 286,721 § 193,657 % 338,494 $ 496,237
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MENOMINEE TOWNSHIP
MENOMINEE COUNTY, MICHIGAN
Notes to Basic Financial Statements

March 31, 2006

NOTE C - DETAILED NOTES ON ALL FUNDS (Continued)

Investments with Fair Values Highly Sensitive to Interest Rate Fluctuations

The Township’s investments include the following investments that are highly sensitive to interest rate
fluctuations (to a greater degree than already indicated in the information provided above):

i 2

Mortgage backed securities. These securities are subject to early payment in a
period of declining interest rates. The resultant reduction in expected total cash

flows affects the fair value of these securities and makes the fair values of these

securities highly sensitive to changes in interest rates. _ $1,294,959

2. Restricted Assets
Restricted assets on March 31, 2006 totaled $71,294 and consisted of cash and investments held for the
following purpose:

Permanent Fund
Cemetery perpetual care $71,294

3. Capital Assets
Capital asset activity for the year ended March 31, 2006 was as follows:

Beginning Ending
Balance Increases Decreases Balance
Government activities:
Capital assets, not being depreciated:
Land $ 1,602 $ - $ - $ 1,602
Capital assets, being depreciated:
Land improvements - 3,889 - 3,889
Buildings and improvements 137,482 2,983 - 140,465
Machinery and equipment 42,313 15,615 9,835 48,093
Subtotals 179,795 22,487 9,835 192,447
Less accumulated depreciation for:
Land improvements - 194 - . 194
Buildings and improvements 120,334 1,091 - 121,425
Machinery and equipment 38,607 2,001 9,835 30,773
Subtotals 158,941 3,286 9,835 152,392
Total capital assets, being depreciated, net 20,854 19,201 - 40,055
Governmental activities capital assets, net $ 22456 $ 19,201 § - 41,657
Less related long-term debt outstanding -
Investment in capital assets, net of related debt $ 41,657
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MENOMINEE TOWNSHIP
MENOMINEE COUNTY, MICHIGAN
Notes to Basic Financial Statements

March 31, 2006

NOTE C - DETAILED NOTES ON ALL FUNDS (Continued)

4.

Depreciation expense was charged to functions of the Township as follows:

Governmental activities

General government $ 2,342
Culture and recreation 194
Health and human services 750
Total depreciation expense - governmental activities $ 3,286

Interfund Receivable, Payables, and Transfers

Interfund transfers for the year ended March 31, 2006 were as follows:

Transfer to:
Cemetery
Fund
Transfers from:
General Fund $ 19,000
Cemetery perpetual care 1,621
Totals $ 20,621

Transfer to cemetery fund was to finance operating activity of the Township's cemetery.

NOTE D - OTHER INFORMATION

1.

Retirement Pian

The Township has a defined contribution pension plan covering only the Township board members. The
Township's pension contribution for the year ended March 31, 2006 was $17,073. There are no unfunded
liabilities. The Township's contributions are based upon the prior year compensation for each board
member.

Risk Management

The Township is exposed to various risks of loss related to torts; theft of, damage to and destruction of
assets; errors and omissions; and natural disasters for which the government carries commercial
insurance. The Township completes an annual review of its insurance coverage to ensure adequate
coverage.

Contingencies
From time to time, the Township is party to other various pending claims and legal proceedings. Although

the outcome of such matters cannot be forecast with certainty, it is the opinion of management and legal
counsel that the likelihood is remote that any such claims or proceedings will have a material adverse
effect on the Township's financial position or results of operations.
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MENOMINEE TOWNSHIP
MENOMINEE COUNTY, MICHIGAN
General Fund
Detailed Comparison of Budgeted and Actual Revenues
Year Ended March 31, 2006

Variance
Budget Favorable
Original | Final Actual (Unfavorable)

Taxes

Delinquent property taxes - - 2 2
Intergovernmental

State shared taxes 272,600 272,600 270,532 (2,068)

Summer tax state revenue 7,015 7,015 7,065 50

CFR and swamp - - 7 7

Total Intergovernmental 279,615 279,615 277,604 (2,011)
Licenses and Permits

Licenses and permits 240 240 229 (11)

Landfill impact fees 145,000 145,000 152,246 7,246

Cable television 7,500 7,500 7,899 399

Total Licenses and Permits 152,740 152,740 160,374 7,634
Public Charges for Services

Rent - Town hall 1,000 1,000 1,875 875
Miscellaneous

Interest on investments 58,000 58,000 69,239 11,239

Change in fair value of investments - - (11,628) (11,628)

Refunds and rebates - - 3 3

Other 4,200 4,200 7,975 3,775

Total Miscellaneous 62,200 62,200 65,589 3,389
Total Revenues $ 495555 $ 495555 $ 505444 $ 9,889
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MENOMINEE

MENOMINEE COUNTY, MICHIGAN

General

TOWNSHIP

Fund

Detailed Comparison of Budgeted and Actual Expenditures
Year Ended March 31, 2006

General Government
Township board
Supervisor
Elections
Assessor
Clerk
Board of review
Treasurer
Legal and audit
Township hall and grounds
Property and liability insurance
Pension and benefits
Contingency
Total General Government

Public Safety
Fire protection

Public Works
Street lighting
Street traffic lights
Street signs
Street maintenance
Garbage collection
Total Public Works

Culture and Recreation
Recreation

Total Expenditures

Variance
Budget Favorable
Original | Final Actual (Unfavorable)
$ 34,650 $ 34,650 $ 36,159 $ (1,509)
20,000 20,000 18,447 1,553
3,100 3,100 5,208 (2,108)
28,300 28,300 28,067 233
23,800 23,800 23,255 545
2,850 2,850 2,135 715
29,350 29,350 27,634 1,716
29,500 29,500 10,590 18,910
26,200 26,200 18,675 7,525
12,000 12,000 11,667 333
18,100 18,100 17,073 1,027
7,935 7,935 - 7,935
235,785 235,785 198,910 36,875
49,000 49,000 35,000 14,000
5,000 5,000 4,071 929
600 600 284 316
1,200 1,200 658 542
150,000 150,000 184,811 (34,811)
- - 5,600 (5,600)
156,800 156,800 195,424 (38,624)
117,400 117,400 13,590 103,810
$ 558,985 § 558,085 §$ 442924 § 116,061
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Menominee Township Board
Menominee County, Michigan

We have audited the financial statements of the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of Menominee Township as of and for the year ended
March 31, 2006, which collectively comprise the Menominee Township's basic financial statements and have
issued our report thereon dated June 13, 2006. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Menominee Township's internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the basic
financial statements and not to provide an opinion on the internal control over financial reporting. Our
consideration of the internal control over financial reporting would not necessarily disclose all matters in the
internal control over financial reporting that might be material weaknesses. A material weakness is a reportabie
condition in which the design or operation of one or more of the internal control components does not reduce to a
relatively low level the risk that misstatements caused by error or fraud in amounts that would be material in
relation to the basic financial statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. We noted no matters involving the
internal control over financial reporting and its operation that we consider to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Menominee Township's financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts
and grant agreements, noncompliance with which could have a direct and material effect on the determination of
basic financial statement amounts. However, providing an opinion on compliance with those provisions was not
an objective of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed

no instances of noncompliance or other matters that are required to be reported under Government Auditing
Standards.

This report is intended solely for the information and use of the Township Board, and is not intended to be and
should not be used by anyone other than these specified parties.

Leomed 5o

Certified Public Accountants
Green Bay, Wisconsin
June 13, 2006

1
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SUMMARY FINANCIAL INFORMATION

Governmental Fund Balances

Presented below is a summary of the Township's fund balances on March 31, 2008, including a comparison to the
prior year. This information is provided to assist the Township Board in assessing financial results for 2005/2006
and to indicate financial resources available at the start of the 2006/2007 budget year.

[ 33106 |  3/3105 |

General Fund

Designated for subsequent years' budget $ 92,607 $ 100,000

Undesignated 2,046,960 1,996,047

Total General Fund 2,139,567 2,096,047
Special Revenue Fund :

Cemetery operations 13,171 28,015
Permanent Fund

Cemetery perpetual care 71,294 63,094
Total Fund Balances $ 2224032 3 2,187,156

We encourage local governments to maintain a general fund undesignated fund balance to meet operating cash
flows. The above undesignated amount of $2,046,960 at March 31, 2006 represents, in our opinion, more than an
adequate fund balance based upon 2005/2006 expenditures.

The General Fund increased by $43,520 for fiscal year ended March 31, 2006 adding to the Town’s significant
undesignated fund balance. Given this unique situation of having a large fund balance in relation to annual
expenditures we continue to recommend the Township consider the following:

e Begin working on developing a 5-10 year capital projects plan by identifying possible areas for capital
expenditures. Examples are as follows:

1. New park equipment included in the 2006/2007 budget.
2. Future Fire Department capital needs (fire station, fire equipment).
3. Road maintenance and construction schedule.

4. Other items as identified by the board or Township citizens.



OTHER REQUIRED COMMUNICATION

In accordance with the requirements of government auditing standards generally accepted in the United States of
America, the following disclosures are presented:

1.

Siagnificant Accounting Policies

The significant accounting policies used in the preparation of the financial statements are disclosed in Note A
to the basic financial statements. There have been no material unusual transactions or controversial
accounting issues.

Accounting Estimates
Accounting estimates are an integral part of the financial statements prepared by management and are based

on management’s current judgments. We are not aware of any particularly sensitive accounting estimates
used by management in the preparation of the financial statements.

Significant Audit Adjustments
The financial statements reflect all accounting adjustments proposed during our audit. None of the

adjustments were considered significant to the financial condition or operating results of the Township.
Copies of the audit adjustments are available from management.

Other Information in Documents Containing Audited Financial Statements

All the information included in the basic financial statements has been audited. Our responsibilities are
addressed in the Independent Auditors' Report.

Disagreements with Management

We have had no material disagreements with management. For the purposes of this disclosure, professional
accounting standards define a disagreement with management as a matter concerning a financial accounting,
reporting, or auditing matter that could be significant to the financial statements or the auditors' report.

Consultations with Other Auditors

To the best of our knowledge, management has not consulted with or obtained opinions from other
independent auditors on auditing and accounting matters during the past year.

Issues Discussed Prior to the Current Audit

We have discussed various accounting and financial issues, including the application of any new and
changed accounting principles or auditing standards, with management prior to conducting the audit. These
discussions occurred in the normal course of our professional relationship and our responses were not a
condition to completing the services as your auditor.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing the audit.



